VOS5 RESEARCH AND DEVEL.CPMENT CCRP.
| BLA 98-430 Deci ded March 31, 1999

Appeal froma Decision of the Associate Drector, Policy and
Managenent | nprovenent, Mneral s Managenent Service, affirmng a Mneral s
Managenent Service order assessing | ate paynent interest for under paynent
of royalties due on Federal oil and gas | eases. M& 93-0159- RG

Set aside and renanded in part; affirned in part.

1 Federal Q| and Gas Royal ty Managenent Act of 1982
General ly--Federal Q| and Gas Royal ty Managenent Act
of 1982: Royalties--Ql and Gas Leases: Assignnents and
Transfers--Q1 and Gas Leases: Royalties: Paynents--
Rul es of Practice: Evidence

In the absence of a regulation and a Payor |nformation
Formexplicitly stating that filing the form
constitutes the assunption of the | essee's obligation
to pay royalty by the person filing it, a docunent

evi denci ng the person's agreenent to accept this
responsi bility is necessary.

2. Federal Q| and Gas Royal ty Managenent Act of 1982
Royalties--Q| and Gas Leases: Royalties: General | y--
Satute of Limtations

The 6-year statute of limtations at 28 US C

§ 2415(a) (1994), for commencenent by the ULhited
Sates of civil actions for danmages, does not apply
tolimt admnistrative actions by the Departnent;
such actions include assessnent of interest for
under paynent of royalties on Federal oil and gas

| eases.

APPEARANCES  Thomas B. Hunphrey, Esq., Boise, |daho, for Appellant;
Peter J. Schaunberg, Esg., Howard W Chal ker, Esq., Geoffrey Heath, Esq.,
Sarah | nderbet zen, Esq., and Ghristopher Salotti, Esq., Gfice of the
Solicitor, US Departnent of the Interior, Véshington, DC, for the

M neral s Managenent Servi ce.
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(PN ON BY ADM N STRATI VE JUDEE KELLY

VWods Research and Devel oprnent Corporation (VWods Research/ Appel | ant)
has appeal ed froma June 26, 1996, 1/ Decision of the Associate D rector
for Policy and Managenent | nprovenent, Mneral s Managenent Service (MB),
uphol di ng an assessnent of interest for |ate paynent of royalties due on
ol | and gas | eases.

Bef ore di scussing the appeal filed by Wods Research, it is
inportant to trace the legal relationship between Appel | ant, Vdods
Petrol eum Gorporation (VWods Petrol eun), and Argent Energy, Inc. GCase
abstracts in the record show that Wods Petrol eumwas a | easehol der for WW
15573 and WW0315446. nh April 10, 1991, the case abstract for WW15573
shows that MVB recogni zed an owner shi p nane change fromVods Petrol eumto
Argent Energy, Inc. and on April 16, 1992, the case abstract for WW15573
shows that MVB recogni zed the nerger of Argent Energy, Inc. and Appel | ant
VWods Research and Devel opnent Conpany. The case abstract for WW0315446
shows that on March 11, 1991, MVE recogni zed a nane change from \Vods
Petroleumto Argent Energy, Inc. Appellant's Satenent of Reasons (SR
states that Wods Research "is a successor in interest [to Argent Energy,
Inc.] after Argent lawfully changed its nane to Wods Research and
Devel opnent Gorp.” (SRat 1, n. 1)

Batch Royalty Docunents and Royal ty Paynent V@rksheets in the record,
dat ed Novenber 6, 1984, and Novenber 7, 1984, show VWods Petrol eumas the
designated royalty payor with an identificati on nunber of 77930. A'so in
the record are three bills for collection, identified as (B L 11100636,

@ L 11100637, and (Bl L 11100638, dated July 10, 1992, and show ng A gent
Energy, Inc. as the designated payor, wth identification nunber 77930.
Atogether, the three bills of collection identify 234 | eases for which
late royalty paynent interest is assessed. @& L 1110036 conpri ses 88 pages
and identifies 145 | eases. @ L 11100637 conprises 24 pages and identifies
88 leases. @IL 11100638 conprises two pages and identifies one | ease.

The record al so indicates that by undated demand | etter MVB present ed
Argent Energy, Inc., Appellant's predecessor-in-interest, wth the three
bills for collection identified above and directed Argent to pay late
paynent interest anounting to $10,892.85 for the period Novenber 30, 1983,
through May 31, 1988. By letter dated August 27, 1992, Appel | ant
submtted $1,671.13 in paynent of charges billed wthin the |ast 6 years,
and appeal ed the interest invoices, arguing that it no | onger owed the
subj ect properties, that it was being billed for ownership interest other
than its own, and that sone interest charges were for periods in excess of
6 years. In response to the appeal, MV& prepared an April 30, 1993, FHeld
Report (Report) wherein MVB concl udes that Vods Petrol eumwas "l essee of
record

1 Wile the M Decision in this appeal was issued in 1996, the
admnistrative record was not filed wth the Board until Aug. 24, 1998.
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at the tine of the infractions on nany of the | eases,” but does not
specifically identify the | eases. (Report at 1.) M also cancelled B Il
No. (B L 11100638, and the entire bal ance of that bill, 59 cents, was
credited in full to Appellant, |eaving a bal ance under appeal of

$10, 892. 26. Fol l ow ng the recormendati on of the Report, MVB denied

Appel lant' s appeal inits June 26, 1996, Decision, and Appel | ant appeal ed
t her ef rom

Inits SOR Appel | ant expands on the sane argunents it nade in
appeal ing the demand |l etter. Appellant argues that MV is claimng that
Appel  ant "nust pay royalty paynents for interests other than its own."
(SSRat 1.) Relying on Mesa (perating Limted Partnership, 125 I BLA 28,
9 |.D 274 (1992), Appellant asserts that "[u]nless a unit operator has
agreed to accept a working interest owner's liability to the M, only the
working interest operator is liable for the paynents.” (SC(Rat 1.) A so,
Appel | ant asserts that as the unit operator on the leases, it is not |iable
for aworking interest owner's liability to M5 absent the unit operator's
consent. FHnally, Appellant clains that, contrary to M, the statute of
l[imtations as defined by 28 US C 8§ 2415 (1994) does apply, and therefore
interest charges over 6 years old at the tine of the denand | etter cannot
be recovered by the Departnent.

[1] Section 111(a) of the Federal Q| and Gas Royal ty Managenent
Act of 1982 (FORW, 30 USC § 1721 (1994), provides, in pertinent part,
that "[i]n the case of oil and gas | eases where royalty paynents are not
recei ved by the Secretary on the date such paynents are due, or are |ess
than the anount due, the Secretary shall charge interest on such |ate
paynents or underpaynents.” Additionally, 30 CF. R § 218.54, which
i npl enents FOGRWA, further provides that "an interest charge shall be
assessed on unpai d and underpai d anounts fromthe date the amounts are
due." A issue inthis case is whether Appellant has a duty to pay ot her
| essees’ royalties and fees for |ate paynent of royalties.

MVE di smisses as irrel evant Wods Research's argunents that it
no longer owns the subject |eases and should not be billed for others'
owership interests. M asserts that it billed Wods Petroleumand its
successors-in-interest Argent Energy, Inc. and Wods Research because
they are the established royalty payors under the MV Auditing and
FHnancial System(AFS). Thus, "[b]ecause MVE was not hilling [ Vdods
Research] as the record title holder of the | ease[s], it was irrelevant to
ME what | ease ownershi p percentage existed.” (Report at 3.)

Additional ly, M states that Wods Petrol eumhad conpl eted and
filed a Payor Information Form(PF) for the | eases and was the AFS
royalty payor when the |late paynents occurred. |In undertaking the duties
of royalty payor, MVB argues, Wods Petrol eumand its successors-in-
interest Argent Energy, Inc. and Wods Research "assuned the responsibility
to nake royalty paynents for the | eases, represented to MV that such
royal ty paynents woul d be proper and in accordance wth all regul ations,
and that [Wods Petrol eumand its successors-in-interest] woul d be
responsible * * * if the paynents were in error.” (Report at 3.)
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In Mesa Qperating Limted Partnership (Oh Reconsi deration), 128 |BLA
174, 182-83 (1994), we gquestioned whether, absent a regulation or a
witten agreenent between the parties, MV had the authority to hold an
entity which is not a |l essee accountabl e for paying the | essee' s royal ties:

Qur concern remai ns that neither the | anguage of the
regul ations nor the PPF itsel f nmakes clear that a person who
has no interest in the | ease but nakes royalty paynents has
been assi gned or has agreed to assune the | essee' s | egal
obligation to pay. VW are unwlling to hold a person who has no
interest in the | ease responsible for such an i nportant
obligation on the basis of an oral agreenent or the filing of a
PF, as MVB suggests. In the absence of a regulation and a P F
explicitly stating that filing a PIF constitutes the assunption
of the lessee's obligation to pay royalty by the person filing
it, a docunent evidencing the person's agreenent to accept this
responsibility is necessary. Phillips PetroleumG., 121 IBLA
278, 284-85 (1991); Forest Al ., 113 IBLA 30, 39, 97 I.D 11,
17 (1990), rev'din part on other grounds, 9 CHA 68, 98 |.D 248
(1991).

Because of an inadequate record in Mesa, we set aside the MVB deci sion and
renanded the case for readjudi cation of any docunents that were not
available to the Board. Mesa, 128 IBLA at 186, 187.

Generally, it is appropriate to set aside an admnistrative deci sion
and renand the case if the decision is not supported by a case record
providing the Board wth the information for an objective, independent
review of the basis for the decision. Shell fshore, Inc., 113 | BLA 226,
233, 97 1.D 73, 77-78 (1990). As was the case in Mesa, the record in the
case before us contains no PF or any other witten  desi gnat i on naki ng
Appel lant | egal |y responsi bl e for paying | ate paynent interest charges for
other |essees. Accordingly, we set aside MMB June 26, 1996, Decision in
part and renand the case for readjudicati on of any docunents not submtted
to the Board evidencing Appel lant' s agreenent to accept responsibility for
royalty paynents and interest on | eases not owned by Appel | ant.

[2] Wods Research al so contends that collection of additional
royalty inthe formof late interest paynents that becane due prior to
July 10, 1986, or nore that 6 years before the July 1992, denand |etter
requiring paynent, is barred by the statute of limtations at 28 USC
§ 2415(a) (1994). That statute provides, in relevant part, that "every
action for noney danages brought by the Lhited Sates * * * which is
founded upon any contract * * * shall be barred unl ess the conplaint is
filed wthin six years after the right of action accrues.” 1d.

It is well-settled that statutes establishing tine limtations for
t he coomencenent of judicial actions for danages on behal f of the ULhited
Sates do not limt admnistrative proceedi ngs wthin the Departnent
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of the Interior. See Awco Production G., 144 |BLA 135, 139 (1998),
and cases cited. W find, therefore, that MV& properly concl uded t hat
28 US C 8§ 2415(a) (1994) did not bar M in July 1992 fromrequiring
VWods Research to pay additional royalties that becane due nore than
6 years before paynent was clained. Thus, that part of MMB Decision
of June 26, 1996, is affirned.

Therefore, pursuant to the authority del egated to the Board of Land
Appeal s by the Secretary of the Interior, 43 CF. R 8§ 4.1, the Decision
appeal ed fromis set aside and remanded in part, and affirned in part.

John H Kelly
Admini strative Judge

| concur:

Janes L. Byrnes
Chi ef Administrative Judge
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